CMARKETS CLOSE FIRMER5
of fine clothes and carried, instead of the usual beggar's cap, a
frayed top-hat, with a notice saying: 'Hallelujah, I'm a failure9.
But the economic recovery was tempting a great many people who
had lived through anxious times to shout suddenly in their hearts:
'Hallelujah, I'm a success', and to disregard the omens of war.
Two wars were in progress: in Spain and in China. Spain
still figured prominently in the news. Captain 'Potato' Jones,
with old-world sea-doggishness, had insisted on running the
Insurgent blockade and delivering his cargo of potatoes to the
starving citizens of Bilbao. The historic Basque city of Guernica
had been bombed almost out of existence by German planes in
the service of General Franco; which roused humanitarian, anti-
Fascist feelings in circles far beyond the Left, and tempted the
Die-Hard Press to assert, in defiance of common sense, that
'Red' Basques had themselves blown the town to pieces with
dynamite. Then followed the fall of the Basque and Asturian
provinces, with violent repercussions in Britain because of the
hospitality given to Basque refugee children, whom the Right
denounced as 'Red hooligans' likely to corrupt 'our pure Eng-
lish youth', and the Left defended with aggressive sentimental
pity. In Autumn 1937 there was 'piracy in the Mediterranean';
'unknown' submarines were sinking merchant ships bound for
Spanish Republican ports. This was felt by the Fleet as de-
rogating from British naval prestige and the Government was
stung into action. A conference was called at Nyon in Switzer-
land, and an agreement made with the French and Italians to
patrol the coasts of Spain in order to protect shipping. The
sinkings diminished, and even the Left congratulated the Gov-
ernment on having acted, for once, with promptitude: the
honour went to Anthony Eden, the Foreign Secretary, on whose
initiative the conference was said to have been called.
The other war had broken out in China in July 1937: by
August the Japanese were in possession of Pekin. The same
month they fired on and seriously injured the British ambassa-
dor to China as he was driving in his car; but diplomatic apolo-,
gies covered up this incident. In September they were landing
at Shanghai, in December they advanced on Nanking, the
Chinese capital, and during 1938 they pushed on five hundred
miles farther up the Yangtse River, past Hankow, and also
occupied Canton in the south. The China war, however, was
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